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WHAT IS SBAEXpress?

A. Background

SBAEXpress, formerly FASTRAK, was established as a pilot program with 18 lenders on
February 27, 1995. Following a program evauation, on October 1, 1998, SBAEXxpress was
revised and expanded to additiond lenders and extended as apilot into FY 2002. On October
22, 2001 the pilot was extended until July 1, 2002. In July of 2002, SBAEXpress was revised
and enhanced to significantly increase the number of small loans gpproved by the Agency and to
increase the number of lenders participating in the program. The program was aso extended as
apilot until September 30, 2005.

SBAEXxpress was origindly conceived within the context of diminishing SBA personnd
resources and increasing Agency |oan demand. It was designed to leverage private sector
resources by transferring additiond authority and autonomy to selected SBA lenders. It was
implemented as a pilot to test the implications of that transfer on the Agency’s portfolio. The
program was aso developed to: (1) Increase the Agency’ s effectivenessin delivering financid
assstance to the Nation’s small business community; (2) Increase the efficiency and reduce the
costs of processing SBA loans for both the Agency and its lending partners; (3) Reduce
required SBA paperwork and procedures to further streamline the Agency’ s loan approva
process, and (4) Encourage more lenders to participate in SBA loan programs.

The program reduces the number of government mandated forms and procedures and
streamlines the processing and reduces the cost of smaller, less complex SBA loans. The
program dlows lenders to utilize, to the maximum extent possible, their respective loan analyses,
procedures, and documentation. Lenders can thus use their own application forms, internd
credit memoranda, notes, collatera documents, servicing documentation, and liquidation
documentation. However, in using their documents and procedures, lenders must follow their
established and proven internd credit review and andysis procedures used for their non-SBA
guaranteed commercid loans. In return for the expanded authority and autonomy provided by
the program, lenders agree to accept a maximum SBA guaranty of 50 percent.

To further reduce program costs, and to ensure program consistency, the current processing of
SBAEXxpress loan gpplications has generdly been centralized in SBA’ s processing center in
Sacramento while loan purchases have generdly been centrdized in SBA’s Fresno and Little



Rock Servicing Centers. The Sacramento Center reviews the gpplication for completeness and
issues an SBA loan number, generdly within 24 hours.

B. July 2002 Revisonsto SBAEXpress

Following extensve discussions with SBA's lenders and field offices, the Agency reevauated
the SBAEXpress program and determined that the cost of booking small SBA loans
represented a continuing impediment to the SBA's subgtantialy increasing its numbers of smdl
loans. Asareault, the Agency indtituted severd changes and enhancements to SBAEXpress,
which aso includes the subprogram Export Express. The changes were designed to reduce and
consolidate SBA paperwork and further streamline the program. The Agency aso developed
severd incentives designed to make the SBAEXpress |oan product more attractive and more
cost effective for lenders. These changes are summarized as follow:

?  The maximum loan amount for SBAEXpress and Export Express has been increased to
$250,000 (from $150,000).

? More SBA lenders are digible for the program, specificdly SBA lenders previoudy not
meeting SBAEXpress' s minimum SBA loan volume requirements will be digible. (These
lenders must continue to meet saverd performance criteriaincluding acceptable currency in
its SBA portfolio, timely 1502 reporting, etc.)

? Many lenders not currently participating with SBA are digible, if they meet certain
proficiency qudifications, which are further described below in Section 2 B,

? Lendersare dlowed to charge up to 6.5 percent over the Prime rate for loans of $50,000
or less and up to 4.5 percent over the Prime rate for loans over $50,000. However, if SBA
purchases its guaranty after default, the Agency will pay interest to the lender only up to the
SBA standard 7(a) maximum for any time period following the request for purchase.

?  SBA will expedite the purchase of dl SBAEXxpress loans where liquidation is likely to be
protracted, the remaining loan balance is under $50,000, or the loan is an Export Express
loan.

?  Qudified lenders may be authorized to make digibility determinations.

HOW DOES A LENDER BECOME AN SBAExpress LENDER?

A. Exiging SBA Lenders

For existing SBA lenders, the standards for participation in SBAEXpress are whether the
lender:

(1) Can process, make, close, service, and liquidate SBA loans,
(2) Has asatisfactory performance history with SBA, including acceptable currency and default
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rates,

(3) Isin compliance with gpplicable SBA datutes, regulaions, and policies,

(4) If reviewed by SBA, hasrecelved an acceptable rating initslast review. (As circumstances
warrant, the Agency may require alender review and an acceptable rating before alender
can participate in SBAEXxpress.);

(5) Iscurrentin filing SBA required 1502 reports;

(6) Iscurrent in remitting required guarantee and servicing fees,

(7) Has at least an 85 percent currency rate on its SBA 7(a) portfolio (excluding
CommunityExpress loans) for the last 3 complete fisca years plus the elapsed portion of
the current fiscal year (lenders achieving a least an 85 percent currency rate may be
approved for up to a 1 year term, while lenders achieving a 90 percent currency rate may
be approved for up to a2 year term.) (For SBA lenders with lessthan 3 years of SBA
lending experience/data, the Agency may consder data over alesser period of time));

(8) For lendersregulated by one of the federd/state oversght authorities, isin good standing
with their primary regulator and currently has no enforcement actions or agreements that are
unacceptable to SBA; and

(9) Hasreceived no mgor substantive objections from its Lead SBA Office. (TheLead SBA
Officeis generaly that SBA digtrict office where the headquarters of the lender islocated
and which has overgght responghility for the lender.)

Currency inthelenders SBA portfolio isaparticularly critica consderation in the SBAEXxpress
gpprova process. However, the Agency recognizes that due to mergers and acquisitionsin the
banking industry, changesin SBA’s management information systems, and other factors, there
may occasiondly be discrepancies between currency figures developed by individua lenders
and the currency figures developed by SBA for those same lenders. Lendersthat identify
significant differences between the currency rates developed by the lender and those devel oped
by SBA (that are not related to lack of accurate reporting via SBA’s 1502 loan performance
tracking system) may follow-up with the Sacramento Processing Center to identify the source of
those discrepancies and to correct any inaccuracies.

An SBA lender that wishesto participate in SBAEXxpress may send arequest in writing the
Director, Sacramento Loan Processing Center, 501 | Street, Suite 12-100, Sacramento, CA
95814-2322 or fax arequest to (916) 930-2406 with an information copy toits Lead SBA
Office.

When an SBA fidd office nominates alender for PLP status, it dso may nominate the lender for
SBAEXxpress gatus. When a holding company with a PLP subsdiary requests an extenson of
PLP gatus to anon-PLP subsidiary, it may aso request SBAEXpress status for the non-PLP
subsidiary. The nomination or request must include documentation that the lender has met the
SBAEXpress participation requirements.



When alender receives anew PLP Agreement because of its acquigition of, or merger with a
PLP lender, it will dso receive anew SBAEXpress Agreement (attached as Appendix 1) if the
acquired or merged PLP lender had SBAEXpress status.

B. Lenders Not Currently Paticipating in SBA's Loan Programs

Lenders not currently participating with the SBA must meet the Agency’ s lender requirements
as set forth in subpart D of SOP 50-10(4) and must become an approved SBA lender before
participating in SBAEXpress. (An goplication for SBAEXpress authority may be made
amultaneoudy with the gpplication for SBA lender authority.) The Lead SBA Office will
process dl gpplications for SBA lending authority.

Applicants for SBAEXpress program authority must:

(1) Have sgnificant experience processing smaler Sze businessloans;

(2) Bein good standing with its primary federa/state regulator and currently have no
enforcement actions or agreements that are unacceptable to SBA;

(3) If abank, thrift inditutionor other lender, show at least 20 commercid or busness|oans for
$50,000 or less outstanding at its most recent fiscal year end;

(4) If anindtitution other than a bank or thrift, show at least 20 commercia or businessloans for
$50,000 or less outstanding at its most recent fisca year end statements;

(5) Have received appropriate training on SBA’s policies and procedures, and

(6) Have no mgor substantive objections from the Lead SBA Office.

Lenders not currently participating in SBA’sloan programs that are approved for SBAEXpress
will belimited to an initid SBAEXpress term of 1 year. Also, due to the potentia broad reach
of their marketing and promotiona practices, many of the prospective new SBA lenders could
generate Sgnificant volumes of SBA loans. Asaresult, SBA may limit new SBA lendersto a
yearly maximum of $25 million of SBAEXxpress lending authority in their initid years of
participation. Thiswill dlow SBA to analyze the underlying qudity of the lenders SBAEXpress
portfolios and the implications for the Agency’ s lending authority. During thisinitia period, the
Agency will conduct areview of the lenders operations and assess their performance. The
Office of Financid Assstance (OFA) may theresfter authorize higher volumes as appropriate
based on the results of the lender review, performance data, available SBA 7(a) authority, and
other factors.

C. Participation Process

The Sacramento PLP Center (Center) gathersthe information relevant to alender’s
participation request, andyzes it, and sends it with arecommendation to SBA’s Associate



Adminigrator for Financid Assstance (AA/FA). The AA/FA, or designee, reviewsthe
gpplication, makes afina decison, and forwards that decision to the Center. The Center
notifies the lender of the decison and, if participation is approved, the Center sends the lender
an SBAEXxpress Agreement to sgn and return and ingtructions for submitting SBAEXpress
loans. The lender must sign and return the agreement to the Center before the lender’s
SBAEXxpress dausis effective. If the lender is PLP, the term of SBAEXpress status, when
possible, will be tied to the lender’ s remaining PLP term.

WHERE MAY THE LENDER MAKE SBAExpress LOANS?

SBAEXxpress lenders may make SBAEXxpress loansin any area of the country. However, the
Agency does expect SBAEXxpress lenders to be mindful of the critica need to adequately
service any agpproved loans and maintain relationships with the communities and the SBA fidd
offices where it offers the program.

HOW WILL SBA RENEW THE LENDER'S SBAEXxpress STATUS?

The Center will automaticaly start the renewa process afew months prior to the expiration of a
lender’'s SBAEXpress status. The Center will contact the lender and ask it to certify asto
whether it currently is, or in the past two years has been, subject to an enforcement action by or
any formd or informa agreements with its sate or federd regulators. The Center will dso
contact the lender’s Lead SBA Field Office, the SBA’sLoan Servicing Centers, and fied
office(s) covering the territory where the lender generates sgnificant numbers of SBA loansfor
information on the lender’ s praficiency; its currency, 10ss, etc. rates; its adherence to SBA
policies and procedures; and other information. The Center gathers the information relevant to
alender’srenewd, analyzesit, and sends it with arecommendation to the AA/FA. The AA/FA
or designee reviews the renewal, makes afind decison, and forwards that decision to the
Center.

Lenders that have participated in SBAEXxpress for 2 years or more may be renewed in the
program for aterm up to 2 years, but the AA/FA may renew for lessthan 2 yearsif lender or
program circumstances warrant. Lenders participating in SBAEXxpress for less than 2 years
may be renewed in SBAEXpress for an additiona year and may be renewed for up to 2 years
theresfter.

In renewing alender and determining its renewd term for SBAEXpress, the AA/FA or designee
will congder whether the lender:

(1) Can process, make, close, service, and liquidate SBA loans,
(2) Has a satisfactory performance history with SBA, including acceptable default and currency
rates,



(3) Isin compliance with gpplicable SBA dautes, regulations, and policies;

(4) Hasreceived an acceptable rating as the result of an SBA administered review;

(5) Iscurrent infiling SBA required performance data (currently provided viathe SBA’s 1502
reporting system);

(6) Iscurrent in remitting required guarantee and servicing fees,

(7) For lendersregulated by one of the federd/state oversght authorities, isin good standing
with their primary regulator and currently has no enforcement actions or agreements that are
unacceptable to SBA;

(8) Hasreceived no mgor substantive objections regarding renewa from fidd office(s) covering
the territory where the lender generates significant numbers of SBA loans, and

(9) Has actively used the SBAEXpress program. (“Actively used’ is defined as the lender
having processed at least three SBAEXpress loans per year.)

The Center notifies the lender of the AA/FA’s decision and, if the renewa is gpproved, the
Center sends the lender a new SBAEXpress Agreement to Sgn. The lender must sgn and
return the agreement to the Center before the lender’ s SBAEXpress renewd is effective.
(Agreements must be signed and returned to the Center within 60 days of receipt or anew
gpplication to the program will be required.) If the renewal is not gpproved, the lender will be
notified asto the reason(s), and it may not make SBAEXpress loans after its SBAEXpress
status ends.

If the lender wants to re-apply for SBAEXpress satus after its renewd request is declined, it
must wait a least one year from the decline decision before regpplying for SBAEXpress satus.
If the only cause for nonrenewa was failure to meet the currency rate requirement, the lender
may re-apply to the Center for SBAEXpress status as soon as its currency rate satisfies the

SBA requirement, even if thisislessthan 1 year.

WHAT ARE THE REQUIREMENTS OF SBAExpress LOAN PROCESSING?

SBA business|oan digibility, policy, and procedures apply to SBAEXxpress loans and the
SBAEXpress lender must gpply dl SBA business |oan requirements, including those in the Small
Business Act, 13 CFR Parts 120 and 121, and SBA Standard Operating Procedures (SOPs
50 10, 50 50, and 50 51), unless specificaly identified asingpplicable by this Guide. Also, due
to their inherent complexity or other issues, certain types of loans, loan programs, and
businesses are not digible for SBAEXpress, as further discussed in A1 and A2 below.

A. What Are the Applicant’ s and the Loan’ s Eligibility Requirements?

The following regtrictions gpply to SBAEXpress loans.

(1) Typesof Loans and Loan Programs Not Allowable for SBAEXpress



Lenders may use SBAEXxpress only for 7(a) loans and not for the microloan program,
the devel opment company program (504), or for LowDoc loans or any other SBA
pilot program loans, unless specificaly dlowed by that pilot. 1n addition the following
loans or loan programs are not alowed under SBAEXpress:

(@ Disabled Assstance Loan Program (DAL)
(b) Energy Conservetion

(©) Internationd Trade, except for Export Express loans described in further detail in
section 11 below

(d) Qudified Employee Trusts (ESOP)

(e) Pollution Control Program

() Defense Loan and Technicd Assistance (DELTA)

(90 CapLinesProgram (including Builders Loan Program)
(hy Community Investment Adjustment Program (CAIP)

(2) Typesof Busnesses Not Allowable for SBAEXxpress

SBAEXxpress |oans cannot be made to:
(@ Agriculturd and farm businesses

(b) Fishing and shore operations (including commercid fishing activities and the
condruction of new fishing vessdls)

(©) Medicd fadilitiesinvolving any type of extended care/assisted living Situation
(These could be digible for standard 7(a) loan processing, but additiona andysis
would be required, which would preclude SBAEXxpress s expedited handling.) Routine
medica |aboratoriesfacilities, physician/denta offices, veterinarians, etc., aedigible
for SBAEXpress processing

(d) Mines (incdluding sand and grave pits)

() Applicants with operations, facilities, or offices|ocated overseas (other than those



drictly associated with the marketing and/or distribution of products exported from the
u.s)

(f) Businesses engaged in teaching, ingtructing, counsdling or indoctrinating religion or
religious beliefs, whether in ardigious or secular setting (Businesses engaged in
moderate such activity could be digible for sandard 7(a) loan processing, but
additional andysis would be required, which would preclude SBAEXxpress s expedited
procedures.)

(@9 A busnessderiving directly or indirectly more than de minimis gross revenue
through the sale of products or services, or the presentation of any depiction or
displays, of aprurient sexua nature or that presents any live performances of a prurient
nature.

SBAEXpress loans aso must meet regular SBA digibility requirements asto type of
business, which are stated in 13 CFR Part 120 and SOP 50-10(4), and which currently
include such redtrictions as non-profit busnesses, businesses engaged in lending, passve
holders of red estate/persond property, life insurance companies, pyramid businesses,
businesses engaged in gambling, illega businesses, businesses that restrict patronage,
government-owned entities, cooperatives, businesses engaged in loan packaging,
businesses engaged in politica or lobbying activities, and speculative businesses.

(3) Refinancing under SBAEXpress

Under SBAEXpress, alender may refinance an existing non- SBA guaranteed |oan or
borrower debt if: (1) The existing loan no longer meets the needs of the gpplicant (for
exampleif the current loan isaterm loan and arevolver is needed); (2) The new loan
meets the SBA’s 20 percent increase in cashflow requirement, as applicable (see SOP
50 10(4)); and (3) If exigting debt between the gpplicant and the requesting lender, it
has been current (no payment beyond 29 days past due) for at least the last 36 months.

Lenders must avoid any circumstances that could create a possible conflict of interest.
Als0, as discussed further below, in refinancing debt, particularly credit card dett,
lenders must take reasonable steps to ensure gpplicants are aware and certify (SBA
Form 1919, Borrower’ s Information Form, includes such a certification) that refinancing
comprises only business related debt.

Exigting SBA guaranteed loans may not be refinanced under SBAEXxpress. The only

exception isif the transaction is the purchase of an exigting business that has an existing
SBA loan that is not with the requesting SBAEXpress lender.
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(4) Use of Proceeds for Business Purposes

Dueto the specid nature of SBAEXpress, paticularly the leve of authority and
autonomy delegated to lenders under this program, SBA is particularly concerned that
SBAEXpress loan proceeds be used exclusvely for business-related purposes. SBA
therefore expects lenders to use reasonable methods to ensure that loan proceeds are
used for business-related expenses, which means conformance with verification
procedures at least as thorough as those used for ther non SBA guaranteed
commercid loans. At aminimum, lenders must thoroughly communicate to borrowers
that al SBA loan proceeds must be used only for business-related purposes, must
clearly st forth that requirement on the loan authorization, and must secure a
certification from the borrower that al loan proceeds will be so used. SBA Form
1919, which must be signed by the borrower(s) before closing/disbursement, has been
recently modified and now includes such a certification.

(5) Additiond SBAEXxpress Redrictions

The following regtrictions adso gpply to SBAEXpress loans.

(@ Exiding SBA loan. Any exising SBA loan for the applicant business must be
current for the lender to make an SBAEXxpress loan

(b) Pggy-back loan. A loanisnot digible for SBAExpress if the lender has or
contemplates a piggy-back loan with the borrower. A piggy-back is aloan made by
the lender a or about the same time for the same or smilar purpose asthe
SBAEXxpress loan, with alien postion senior to the SBAEXpress loan.

(©) No morethan 90% finandng. An SBAEXpress loan may not be used to finance
more than 90 percent of the actual cost of any red estate being acquired or of the
finanaing needs for a new business.

(d) SBA Form 1919. Generdly, loans under SBAEXpress may be made only if

questions 1, 2, and 3 on SBA Form 1919 are all answered “No.” However, if one or

more such questionsis answered “ Yes,” the lender may elect to process, submit, and

disburse the loan under SBAEXpr ess, when the subject’ s affirmative activity meetsthe

following Stuations (as further defined in SOP 50-10):

? A Single Minor Offense within the last 10 years; or

? Severd Minor Offenses Remoate in Time (occurred more than 10 years ago); or

? A Prior Offense that was cleared by the AA/FA or designee on aprevious
gpplication where no other offenses have occurred since the previous application
was cleared by the AA/FA or designee.
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However, in using this authority, SBAEXpress lenders must secure and submit a

completed SBA Form 912 to SBA using the following steps.

?  Applicant must complete and sign the Form 912, Statement of Personal History.
Be paticularly sure the gpplicant fully and properly completes the following items:
? Block 2: Ensure correct date of birth is noted, particularly the correct year;

?  Block 3: Socid Security number must be included;

?  Block 7: Applicant must be very specific about each charge, the date, and the
city and state where charged;

?  Block 8: Applicant must be very specific on the disposition of each charge. For
example, if probation was the digposition, specify for which charge(s) and for
how long;

? Sgnature Block: Must be signed and dated with the date faling within 90 days
of the submission to SBA;

?  Lender must insert the SBA Savicing Office that will service the loan after it is
processed by the Sacramento PLP Center;

?  Include the address, telephone number, and contact person for the lender in block
9

? Lender must check, Sgn, and date the “Fingerprints Waived” box in block 10 and
the “ Clear For Processing” box in block 11 of the 912;

?  Lender must submit two copies of the 912 with affirmative answers to the Office of
Inspector General, Office of Security Operations (OIG/OSO), Small Business
Administration, 409 3¢ Street, SW, Suite 5600, Washington, DC 20416; and

? Lender mudt retain the origind copy of the Form 912 in the loan file.

For al Form 912s submitted, SBA’s OIG/OSO will request a“Name Check” (alk/a
background check) from the Federd Bureau of Investigation (FBI). However
OIG/OSO cannot process incomplete Form 912s, so lenders need to be especidly
diligent in ensuring that the gpplicant properly completes thisform. OlG/OSO will
return improperly completed Form 912s to the Office of Operationsin OFA, which will
follow up with the lender to obtain a corrected Form 912.

If the information from the FBI name check is consstent with the information provided
inthe SBA Form 912, OIG/OSO will natify the gppropriate SBA Servicing Office.
The SBA Servicing Office will document its file and will natify the lender that the
goplicant isdigible on a character basisfor an SBA loan. The lender must document
itsloan file with SBA’ s natification that the gpplicant isdigible

If the information from the FBI name check contradicts the information provided in the

SBA Form 912, OIG/OSO will notify the Office of Operationsin OFA. The AA/FA
or designee will evauate the discrepancy and determine if the discrepancy warrants a
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denid of the loan on a character basis. If theloan warrants adenid, the AA/FA or
designee will natify the SBA Sarvicing Office. The SBA Servicing Office will notify the
lender that the applicant is not digible on a character basis and that SBA cannot
guarantee the loan. If the loan has been disbursed, the Agency will cancel its guarantee.

If the SBAEXpress lender does not exercise its authority to clear an affirmative Form
912, it may submit a standard 7(a) loan application to the locd SBA fidd office to be
processed under standard 7(a) loan procedures.

() Previoussubmission. A loanisnot digible for SBAEXxpress if the SBAExpress
lender is aware that the gpplication was previoudy submitted to SBA under any SBA
program, including SBAEXxpress, CommunityExpress, PLP, CLP, LowDoc or regular

7).

(f) Ethicd requirements. A loanisnot digible for SBAEXpress if thereisany question
of possble violation of any of SBA’s ethica requirements, as described in 13 CFR Part
120.140 and SOP 50-10(4).

(90 Contaminated collaterd. A loanisnot digible for SBAEXxpressiif it will have
primary collaterd that will not meet SBA’s environmerta requirements (as described in
SOP 50-10(4)) or that will require use of a nonstandard indemnification agreement, as
aso described in SOP 50-10(4).

(h) Previouslossto government. An SBAEXpress loan is not to be made to:

() A businessthat previoudy defaulted on a Federal loan or Federdly asssted
financing that resulted in the Federal government or any of its departments or
agencies sugtaining aloss, or

(i) A business owned or controlled by a principa or any Associates (see SOP
50-10(4)) which previoudy owned or operated a business which defaulted on a
Federa loan (or guaranteed aloan which was defaulted) and caused the Federd
Government or any of its agencies or departmentsto sustain alossin any of its
programs. Thisincludes any compromise agreement with any such
agency/department.

This retriction applies whether or not SBA was involved in the previousloss.

Also, aloanisnoat digible if aprincipd (as defined in SOP 50-10(4)) of the applicant

was the recipient of a student loan thet isin ddlinquent status.

(i) Conflict of interest. A loanisnot digible for SBAEXxpress if there are any red or
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gpparent conflicts of interest involved. (SOP 50-10(4) further defines possible
conflicts of interest.)

() Letter of credit. A loanisnot digible for SBAEXxpressiif it guarantees or fundsa
letter of credit, unlessthe loan is an Export Express |oan.

A loanisnat indigible for SBAEXpress just because the borrower hasbeen or is
subject to abankruptcy. That isameatter to be considered in the lender’ s credit
decison. Some loansthat are not digible for SBAEXxpress may be digible under other
SBA loan programs, including PLP, LowDoc, or regular 7(a).
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B. What are the Terms and Conditions of SBAEXxpress L oans?

@

)

Maximum Loan Amount and SBA Guarantee Percentage

Thetotd amount of any SBAExpress loan may not exceed $250,000. The SBA
guarantee on an SBAEXpress |oan may not exceed 50 percent. The aggregate
baance of dl SBAEXxpress and FA$TRAK loansto aborrower and its affiliates may
not exceed $250,000. The aggregate balance of the SBA guaranteed portions of
SBAEXpress and dl other outstanding SBA loansto aborrower and its affiliates may
not exceed $1 million.

EXAMPLE 1: A borrower has a FA$TRAK loan of $50,000, and an SBAEXpress
loan of $25,000. The borrower may obtain another SBAEXxpress loan for $175,000.

EXAMPLE 2: A borrower has a 7(a) loan with a balance of $1,250,000 and a 75
percent SBA guarantee (for an SBA portion of $937,500). The borrower may obtain
an SBAExpress loan for $125,000.

Multiple SBAEXxpress Loans

A lender may not gpprove more than one SBAEXxpress loan to the same borrower for
the same project, unless there is alegitimate need to do so. A loan for a project may
not be split into multiple smaler loans, in order to avoid SBA fees or requirements.

EXAMPLE 1: A borrower needs $75,000 for working capital. A lender proposesto
make three SBAEXpress loans of $25,000 each, so that none of the loans require
collaterd. (See Paragraph 5 B (6) of this Guide regarding collaterd requirements.)
The loans are not digible for SBAEXpress, because the reason for splitting the loansis
to avoid an SBA requirement.

EXAMPLE 2: A borrower needs $250,000 to start a business--$200,000 to
purchase equipment and a $50,000 line of credit. The lender applies for two separate
SBAEXxpress loans, because the maturity and repayment terms will be different for the
equipment purchase and the line of credit. The loans are digible for SBAEXpress.

(3) Revalving Line of Credit Loans

Revolving line of credit loans, including those accessed by credit cards, are extremey
important to smal businesses, particularly new and expanding smal businesses. The
lending community and the SBA are therefore continuing to develop and offer new and
enhanced |oan products which better address the demand for revolving line of credit
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loans.

SBAEXxpress revolving line of credit loans may be offered up to amaximum term of
seven years, and maturity extensons may be included at the outset of the loan provided
the combined term does not exceed 7 years. In addition, an SBAEXpress revolver
may cond<t of revolving and maturity extensons of any length, as long as the combined
term does not exceed 7 years.

In offering revolving lines of credit loans and their enhancements, the SBA mugt ensure
that borrowers, particularly those accessing SBA guaranteed loans through credit
cards, understand that these funds must only be used for business related purposes.
Asdiscussed under Section 5 A (5) above, lenders must gpply verification procedures
at least as thorough as those used for their non- SBA guaranteed commercia loans. At
aminimum, lenders mugt thoroughly communicate to borrowersthat al SBA loan
proceeds must be used only for business-related purposes and aso secure a
certification from the borrower (now included on SBA Form 1919) thet dl loan
proceeds will be so used.

EXAMPLES:
An SBAEXpress lender may approve aloan with al year revolver and a1 year

meaturity extengon.

An SBAEXxpress lender may approve aloan with a2 year revolver and a4 year
meaturity extension.

An SBAEXpress lender may approve aloan with a5 year revolver and a2 year
meaturity extengon.

An SBAEXxpress lender may not approve aloan with a7 year revolver and al
year maturity extension.

Loan Term Renewds

An SBAEXpress revolving loan with aterm of lessthan 7 years may be repeatedly
renewed, but only up to a maximum of 7 years from the origind date of thenote. The
renewd is done by providing naotice to the SBA servicing office. (No new loan number
will be generated.) However, if theinitid loan was origindly 12 months or lesswith a
.25 percent guaranty fee, and the loan is being renewed to extend past 12 months, the
lender must pay to SBA’s Denver Finance Center (721 19" Street; Denver, CO
80202) the remainder of the SBA guaranty fee that would have been dueif the loan had
origindly been for aterm of more than 12 months.
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EXAMPLE: A lender makes an $80,000 revolving loan with a 12 month maturity and
pays an SBA guarantee fee of 0.25 percent. At maturity, the lender renews the loan for
another 12 months. At that time the lender must pay SBA an additiond guaranty fee of
1.50 percent (2 percent minus 0.25 percent origindly paid and the .25 that the lender is
dligible to retain for loans under $150,000.).

Workouts:

SBAEXxpress revolving loans may be extended past the initid 7 years only as aresult of
aworkout Stuation. For purposes of this guide, aworkout is an action taken in
response to an adverse condition of a borrower, with that action intended to keep the
borrower’ s debt current and/or preclude default or liquidation. The maximum term for
any workout is the minimum period that would normally be required to pay back the
loan from the cash flow of the business, not to exceed 3 years. Loanswith initid terms
of 12 months or less that are extended beyond 12 months as part of aworkout
arrangement do not require an additiona guaranty fee above the origind .25 percent.

Increases:

SBAEXxpress revolving line of credit loans may be increased based on the needs of the
smadl business and its credit Stuation, but the increase must not make the loan exceed
the SBAExpress limit of $250,000. While the amount of the increase is I ft to the
discretion of the lender, it is expected that increases above 33 percent of the origina
loan amount will include an analysis of gppropriate credit and risk factors congstent with
the procedures the lender uses for its non-SBA guaranteed commercid loans.

Increases must be processed through the SBA Processing or Servicing Center to which
the loan is assigned.

(4) SBAEXpress Maximum Maurities

SBAEXxpress loans mugt have a stated maturity and maturities are the same asfor any
other 7(a) loan as set forthin SOP 50-10(4), except that revolving SBAEXpress loans
are limited to a maximum meaturity of seven years. Demand notes are not alowed under
SBAEXpress, although SBAEXpress revolvers may be established as renewable each
year. Theterm of an SBAEXpress |oan may not exceed the period of the SBA
guarantee commitment

(5) Interest Rates
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For SBAEXpress loans, alender may charge up to 4.5 percent over the prime rate for
loans over $50,000 up to $250,000 and up to 6.5 percent over the prime rate for
loans of $50,000 or less, regardless of the maturity of theloan. For varidble rate
loans, an SBAEXpress lender is not required to use the base rate identified in the
Federal Regigter. It may use the same base rate of interest it uses on its Smilar norn-
SBA loans as well asits established change intervas, payment accruals, etc.

However, the interest rate throughout the term of the loan may not exceed the
maximum alowable SBAEXpress interest rate and the loan may be sold on the
secondary market only if the base rate is the prime rate as published each business day
in anationd financia newspaper or is SBA’s Optiona Peg Rate. Further, the amount
of interest SBA will pay to alender following default of an SBAExpress loanis
capped at the maximum interest rates for the standard 7(a) loan program.

(6) Collateral

Under SBAEXpress, to encourage smdller loans and to facilitate access to smdler lines
of credit, lenders are not required to take collatera for loans of $25,000 or less. For
SBAEXpress loans greater than $25,000 but not greater than $150,000, the lender
must follow the collaterd policies and procedures that it has established and
implemented for its non-SBA guaranteed commercid loans. SBA nevertheless
expectsthe lenders collaterd policies will be commercidly reasonable and prudent
practices for lenders generaly. For SBAEXpress loans greater than $150,000, the
lender must obtain alien on aufficient business collaterd to, in the lender’ s judgement,
adequately secure the loan. For loans greater than $150,000, the lender may dso
want to obtain a perfected security interest on additiond collateral.  With respect to
collatera taken, SBAEXpress lenders must use commercially reasonable and prudent
practices to identify collaterd items, which would include conformance with
procedures at least as thorough as those used for their non-SBA commercid loans.

(7) Fees

The SBA guaranty and servicing fees are the same for SBAEXxpress asfor regular 7(a)
loans. The lender may charge the same other fees for SBAEXxpress loans as it charges
for itsnon-SBA guaranteed commercid loans. However, if the loan is purchased by
SBA, the Agency will not purchase any portion of the loan baance that consists of
these other fees charged to the borrower.

(8) Accessto SBAEXpress Funds

SBAEXxpress loan funds may be accessed through a variety of methods consistent with
the way the lender normaly conducts business for its non-SBA guaranteed commercia
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loans. Access through a credit card, including for revolving lines of credit, is
acceptable under the SBAEXxpress program. However, SBA will have theright to
deny arepurchase request of an SBAEXpress loan guaranty for the misuse of credit
cardsinvolving fraud or misrepresentation or if the debtor exceeds hishher credit card
limit for purchases on credit. In providing access through credit cards, lenders must
ensure that these loans are documented by legaly enforceable and assignable
promissory notes and/or other equivaent debt instruments.

(9) Secondary Market Sales

SBAEXxpress loans may be sold on the secondary market. However, for variable rate
loans, the base rate must be the low prime rate as published each businessday in a
nationd financia newspaper or SBA’s Optiona Peg Rate.

C. What isthe Lender's Responsghility for Reviewing an Applicant’s Eligibility for an
SBAEXpress Loan?

SBAEXpress is astreamlined program, so complex or ambiguous digibility issues should
generaly be processed using standard 7(a) procedures rather than through SBAEXpress.
Also, SBAEXxpress transfers additiond authority and respongbility to its participants, so
SBAEXxpress lenders are expected to assume greater responsibility for screening
goplicants and loans for SBA digibility. SBAEXpress lenders are thus expected to be fully
familiar with SBA’ s digihility requirements as set forth in the Agency’ s Satutes, regulations,
SOPs, and SBAEXxpress Program Guide and to generadly screen dl SBAEXpress
gpplicants and loans to ensure they meet those requirements.

In screening SBAEXpress loansfor SBA digihility, lenders may in many indances rely on
certifications provided by the gpplicant, severd of which are incdluded in the SBAEXxpress
gpplication documents. For example, character, citizenship, and other digibility factors are
included on the SBA Form 1919. In the case of Size, the lender may rely oninformation
provided by the gpplicant at the date of application, unless the lender has credible evidence
to the contrary.

However, other digibility issueswill require closer lender atention. If, for example, a
franchise isinvolved, the SBAEXpress lender must review the current list of SBA
acceptable franchise agreements to ensure the agreement continuesto meet SBA's
requirement that the franchisee’ s opportunity for profit and risk of loss commensurate with
ownership is acceptable. If the franchisor’ s agreement does not appear on the registry, the
lender must review the agreement to ensure it meets SBA’ s requirements as et forth in
SOP 50-10(4). (Note that the franchise registry addresses only the franchise agreement.)
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In any event, lenders must maintain appropriate loan file documentation supporting ther
digibility screening.

While the SBA expects dl SBAEXxpress lendersto carefully screen their gpplications for
SBA digibility, the Agency may authorize qudified lenders to andyze and fully determine
an gpplicant’ s digibility for an SBAEXpress loan without prior review and gpprova by the
Agency. Paticipantsin SBAExpress will thusinclude lenders that have been delegated full
authority to make SBA digibility determinations (“ Delegated Eligibility Lenders’)and
lenders that have not been delegated full digibility authority (“ Non-Deegated Eligibility
Lenders”)

(1) Lenders Ddlegated Eligibility Authority

To be delegated the authority to make digibility determinations, and to have that
authority renewed, lenders must have: (1) Processed at least 25 SBA loansin SBA's
most recent fiscd year; (2) Recalved a positive recommendation for digibility authority
from their Lead SBA Office; (3) Received alender review by or on behdf of SBA in
thelast 2 years; and (4) Received an acceptable rating as aresult of thet review.

Lenders delegated digihility authority must use that authority to process dl their
SBAExpress loans. Whilethese lenders are expected to be proficient in and make
SBAExpress digibility determinations themsdves if they have questions on a particular
SBAEXxpress loan, they may consult with SBA regarding that loan’s digibility prior to
submitting the request for an SBA 1oan number. However, as noted above, complex
eigibility issues generdly should not be processed through SBAEXpress. The

consultation request may be e-mailed to the Sacramento Loan Processing Center at
SBAExpress _Eligibility_Questions@sba.gov.

Delegated Eligibility Lenderswill be required to certify in their request for an SBA loan
number that the gpplicant and the loan meet the Agency’ s digibility requirements. In
meaking that certification, the lender will acknowledge complete ligbility for the loan if it
later comes to the attention of SBA or the lender that the applicant was indligible.

Delegated Eligihility Lenders have the option to use or not use SBA’ s digibility
checklist, which would be maintained in the lender’ sloan file but not sent to SBA.
However, the lender must maintain appropriate loan file documentation supporting its
igibility determination. 1t must aso ensure dl required forms/information are obtained,
are complete, and are properly executed.

A lender wishing to apply for delegated digibility authority may send arequest in writing
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to the Director, Sacramento Loan Processing Center with an information copy to its
Lead SBA Office. The Center will contact the lender’s Lead SBA Fidd Office,
SBA'’sLoan Servicing Centers, and the field office(s) covering the territory where the
lender generates sgnificant numbers of SBA loans for informeation on the lender’s
proficiency in making digibility determinations. The Center gathers the information,
andyzes it, and sends it with arecommendation to the AA/FA. The AA/FA or
designee reviews the gpplication, mekes afind decison, and forwards that decison to
the Center, which natifies the lender.

The lender’sinitid authorization to make digibility determinations will extend until its
next SBAEXpress renewa date and will coincide with that date thereafter.

Deegated digibility authority will generdly be conferred for the term of participationin
the SBAEXxpress program, dthough the AA/FA or designee may confer that authority
for ashorter period if circumstances regarding the lender’ s performance or its digibility
determinations warrant.

Renewd of ddegated digibility authority will be based on the lender’s: (1) Proficiency in
making SBA digihbility determinations; (2) Recelving a positive recommendation for
digibility authority from their Lead SBA Office; (3) Recelving an SBA administered
lender review inthelast 2 years, and (4) Receiving an acceptable rating, as determined
by the AA/FA or designee, as areault of that review.

The Center will automatically start the renewal process afew months prior to the
expiraion of alender’s delegated digibility authority. The Center gathers the
information rlevant to a lender’ s digibility authority renewd, andyzesit, and sendsiit
with arecommendation to the AA/FA. The AA/FA or designee reviewsthe renewd,
makes afina decison, and forwards that decision to the Center.

(2) Lenders not Delegated Eligibility Authority

Lenders that are not delegated digibility authority must nevertheess carefully review and
screen SBAEXpr ess goplicants and loans to ensure they meet SBA' sdigibility
requirements before transmitting the gpplication materias to the Center. These materials
will include the SBA request for aloan number, the digibility checklist, and the
supplementd information sheet.

Non-delegated lenders must ensure dl required forms/information are obtained, are
complete, and are properly executed. Appropriate loan file documentation must be
maintained, including adequate information to support the digibility of the applicant and
the loan.
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D. What Credit Andyss Must the Lender Do?

The SBAEXpress credit analysis and credit decision processes are delegated to the lender.

However, the lender is required to use gppropriate and generdly accepted credit andysis
processes and procedures, and these procedures must be consistent with those used for its
non-SBA guaranteed commercid loans. Acceptable andytical processes include “credit
scoring,” if the lender uses credit scoring for non-SBA guaranteed commercid loans. The
credit andysis technique must be documented, must be kept in the loan file, and is subject to
SBA review.

The credit decision, including how much to factor in a past bankruptcy or whether to require
an equity injection, isleft to the busness judgment of the lender. Also, if the lender requires
an equity injection and, as part of its stlandard processes for non-SBA guaranteed loans
verifies the equity injection, it must do so for SBAEXxpress loans. Otherwise, verification of
an equity injection is not required.

6. WHAT IS THE SBAExpress APPLICATION PROCEDURE?

A. What Forms are Required?

SBAEXxpress |oan application packages must include the forms and information the lender
requires to make an informed digibility and credit decison. The lender's application must
be certified by the applicant as true and complete.

Except as set forth in paragraphs 1, 2, and 3 below, the only documentation required by
SBA from the gpplicant under SBAExpressisthe SBA Form 1919, “ SBAEXxpress
Borrower Information Form,” which must be signed and dated by the gpplicant. The Form
1919 has been modified and consolidated to generdly include the certifications and
requirements previoudy set forth in SBA Forms 159, 601, 912, and 1624.

Lenders should note thet SBA is evauating various options for processing loans and
trangmitting finencid information eectronicaly to the Agency. As part of that process, the
Agency may in the future require participating lenders to provide SBA  with additiona
information to what is currently required under the SBAEXpress program, including FICO
Scores.

(1) Form 159: If no packager has been used by the applicant to complete the SBAEXpress
loan gpplication, the applicant will so indicate on the Form 1919, and no Form 159 is
required. If apackager has been used, the Form 159 must be fully completed and kept in
the loan file, and the lender does not send it to SBA.
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(2) Form 601: If no congtruction above $10,000 isinvolved, the applicant will so indicate
on the Form 1919, and no Form 601 is required. If construction above $10,000 is
involved, the applicant and the contractor must complete the Form 601. The lender must
keep the signed Form 601 in itsloan file, and the lender does not send it to SBA.

(3) Form 912: If question 1, 2, and 3 of Form 1919 are answered negatively, no Form 912
isrequired. If question 1, 2, or 3is answered affirmatively, the lender may process the loan,
but it must have the gpplicant complete Form 912 and follow the steps as outlined in section
5A6d above.

(4) Form 1624: If the applicant has never been debarred, suspended, or otherwise
excluded, the gpplicant must so indicate on Form 1919, but no Form 1624 isrequired. If
the gpplicant answers affirmatively, the loan cannot be processed through SBAEXpress.

For an SBAEXpress loan, an SBA Form 1919 must be sgned by each of the following:

(a) for asole proprietorship, the sole proprietor
(b) for apartnership, dl generd partners and dl limited partners owning 20 percent or more
of the equity of thefirm
(¢) for acorporation, each officer, director, and 20% or more owner
(d) any other person, including a hired manager, who has authority to spesk
for and commit the borrower in the management of the business
(e) any person guaranteeing the loan, if that guaranty normaly would have
been required by SBA, as set forth in SOP 50-10(4).

The SBA does not require the SBAEXxpress lender to secure the sgned SBA Form 1919
and/or other required documents before requesting aloan number from the Center.
However, the lender must continue to ensure that required SBA documents are properly
executed by dl required parties at some point prior to closing or disbursing the loan.
Lenders aso need to keep a copy of these signed documentsiin the loan file.

This procedure will dlow lenders, for example, to complete an initid screening of
prospective applicants by mailing (or e-mailing) apromotiond piece that includes a
preliminary gpplication that requests some basic customer interest and SBA digibility
information. Thisinformation could then be enhanced telephonicaly, by mail, or
eectronicdly (e-mail) before submitting find documents to the Center. (However, lenders
will probably Hill want to ensure that during their initia screening process the gpplicant
certifies that he/she meets some of SBA’smost basic digibility requirements, particularly
those regarding Size, character, and citizenship status.) Then, a some point just prior to (or
coincident with) the loan closing, the lender must ensure that the 1oan applicant(s) properly
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completes, Sgns, and dates dl required SBA documents.

The SBAEXpress lender is responsible for ensuring dl required forms/information are
obtained, are complete, and are properly executed, including dectronicaly based
formg/information that are the anticipated basis of the Agency’ s developing dectronic
lending process. In addition, after the loan is closed, the lender must continue to apprise
SBA of certain critica performance data as well as changes in certain basic borrower
information, such as trade name, address, etc.

B. How Doesthe SBAExpress Lendar Request an SBA Loan Number?

The SBAEXpress lender sends to the Center the * Request for Loan Number” and any
forms or checkligts required by the Center (to provide evidence of eigibility and required
datainputs to generate the loan number).

The lender may send the request for loan number by mail, facamile transmission or
electronic transmisson, with the specific option worked out with the Center. As SBA
technology and resources permit, SBA may require al SBAEXpress |loan number requests
be transmitted to the Agency dectronically.

For loans with a maturity of twelve months or less, the lender mugt, within 10 days of when
the loan number is assigned, send the guaranty fee to the Denver Finance Center, P.O. Box
748, Denver, Colorado 80259. The lender mugt do this before it signsthe SBA
Authorization for SBA. If Denver does not get the check within 10 business days after
issung the loan number, SBA cancels the guarantee.

C. What Does the Center Review?

The Center reviews the request for |oan number to check that the lender provided the
required information and to see if there are any digibility issues (or for Delegated Highility
Lenders, to seeif the lender certified thet the loan is éligible). Thisisaquick review of
documentation. However, if the SBA later learnsthat theloan isindigible, SBA hasthe
authority to deny ligbility on its guarantee.

Note: Congress determines SBA's budget on an annua basis. SBA does not have
authority to guarantee loansif it has run out of budgetary authority. While we delegate loan
gpprova authority to the SBAEXxpress lender, the loan does not have an SBA guarantee
until the Center issues aloan number. The Center cannot issue aloan number if funds are
not available.
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D. How Do We Noaitify the L ender after We Review a Request?

If aloan appears digible and funds are avallable, the Center will to the best of its ability give
the lender aloan number by fax or by dectronic transmisson within one day after the
request for loan number isreceived. If the Center identifies an digibility problem, the
Center reviewer advises the lender of the problem. If the lender wants, the Center will deny
the loan within the one-day turnaround period and explain the eigibility problem in writing to
the lender and the SBA fidd office. Or if the lender prefers, the Center will keep the
gpplication until the problem is researched and resolved. However, as noted above,
complex digibility issues should generaly be handled through standard 7(a) loan processes.

E. How Does a Lender not Delegated Eligibility Authority Request Reconsideration of a
Denid?

If the Center finds a proposed loan indigible for alender not ddegated digibility authority
and the lender disagrees, the lender may request a reconsderation, which must be in writing.
An ord discussion can occur asto the facts, but any discusson must be followed up in
writing/eectronically and must contain the information needed to make an digibility decison.
The lender must send the reconsideration request to the Center within 30 days after
receiving the Center'sinitid decisonof indigibility. The Center will notify the lender of the
recongderation decison.

If the recondderation is denied, the lender must submit awritten or eectronic request for
further reconsderation. The request for further reconsideration must be sent to the Center
within 30 days after the last digibility decison. It must specificaly request arecongderation
a the next higher level and state the reasons asto why SBA should reverse the digibility
decison. The Center sends the request to the AA/FA or designee for review and afind
eligibility decison. The Center informs the lender of thefina decison.

Loansindigible for SBAEXpress may, under some circumstances, be digible for submission
under some other SBA loan program [such as PLP, CLP or regular 7(3)]. If the Center
denies an SBAEXxpress loan number and the lender resubmits the loan to SBA under
ancther loan program, the lender must notify the office to which it submits the loan that the
loan was denied an SBAEXxpress number. The lender must provide that office a copy of
the Center's denid |etter.

WHAT MUST A LENDER DO FOR CLOSING, SERVICING AND LIQUIDATION OF
SBAExpress LOANS?

The SBAEXpress lender must close, service, and liquidate its SBAEXpress loans usng those
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practices and procedures that the lender uses for its non-SBA guaranteed commercid loans, but
under dl circumstances, the practices used for SBAEXpress |oans must be reasonable and
prudent commercia lending practices.

A. Who Drafts and Sgns the SBA Authorization?

The lender completes the SBAEXxpress Loan Authorization without SBA review and Sgnsiit
on behdf of SBA. (Thelatest verson of the SBAEXpress Loan Authorization may be
accessed from SBA s banking page a http://mww.sha.gov/banking/.)

B. What arethe Closng Requirements?

An SBAEXpress lender mugt use the same closing and disbursement procedures and
documentation for its SBAEXpress loans as it uses for its non-SBA guaranteed
commercid loans. However, there must be a promissory note thet is legaly enforcegble
and assgnable, in the event that it would ever have to be assgned to SBA. While
demand notes and “ demand” payment schedules are dlowable if they are used by the
lender for non-SBA guaranteed commercid loans, the note must Hill have a stated
maturity date.

The lender must obtain dl required collateral and must meet dl other required conditions
before loan disbursement. These conditions include requirements identified in the loan
write-up, like standby agreements, appraisals, business licenses, or cashv/equity injectiors.

The lender must do the following before disburang an SBAEXpress |oan:

(1) Thelender must use IRS tax transcripts to verify financia information used to support
the loan credit andysis for al SBAEXxpress loan gpplications. (However, as set forthin
SBA Notice 5000-753, SBAEXpress lenders are authorized to close and disburse
SBAEXpress loans without waiting for the IRS transcript, athough they must follow-up
and verify the IRS datawhen received. Also, if credit scoring is used and does not
include business revenues or profits, IRS tax verification is not required.) If the lender
discovers any discrepancy that is sgnificant enough to indicate possible fraud on the part
of the small busness, the lender must:

-- Ingtruct the Center in writing to cance the loan; and
-- Cdll the OIG FRAUD LINE at 1(800)767-0385 (Taoll Free) or mail to:

Smdl Business Administration
Office of Ingpector Generdl
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Investigations Divison
Mail Code: 4113

409 3 Street, SW
Washington, DC 20416

Include a cover letter explaining the discrepancy. Include the names, addresses and
telephone numbers of the gpplicant, business, lender, packager, and tax return preparer.

(2) Get satisfactory evidence that there has been no unremedied adverse change (as set
forth in SOP 50-10(4)) since the date of the gpplication, or snce any of the preceding
disbursements, in the financid or any other condition of the borrower that would warrant
withholding or not making any disbursement. For revolving line of credit disbursements,
lenders should essentidly follow the same practices as they do for their non- SBA
guaranteed commercia revolving lines of credit loans.

(3) Get required hazard insurance on al assets taken as collaterd, as set forth in SOP 50-
10(4). If the lender does not require hazard insurance (for example, if it would impose an
undue burden on a borrower given the smadl size of aloan), the lender must document the
reason initsloan file. If collaterd is not taken, hazard insurance is not required.

(4) Make the required flood hazard determination and require flood insurance (when
collaterd istaken) pursuant to the flood insurance requirementsin SOP 50-10(4).
(Generdly, those requirements state that flood insurance is required on real estate
collaterd in aflood zone, but it iswithin the lender’ s discretion to determine whether flood
insurance is necessary on contents when the building is not taken as collatera.)

(5) In the congruction of anew building or an addition to a building, get the borrower's
agreement that the construction will conform with the "Nationd Earthquake Hazards
Reduction Program Recommended Provisions for the Development of Seismic
Regulaions for New Buildings."" Compliance with these requirements must be evidenced
by a certificate issued by alicensed building architect, construction engineer or Smilar
professond, or aletter from a state or loca government agency stating that the issuance
of an occupancy permit is required and is subject to conformance with building codes and
that the local building codes include the Seismic standards.

The following codes have been identified as being substantialy equivaent to the Nationd
Earthquake Hazards Reduction Program Recommended Provisions: 1991 Uniform
Building Code of the Internationd Congress of Building Officids (ICBO); 1992
Supplement to the Building Officids and Code Administrators (BOCA) Nationd Building
Code; 1992 Amendments to the Southern Building Code Congress (SBCC) Standard
Building Code.

27



(6) Get borrower's agreement that it will, to the extent feasible, purchase only
American-made equipment and products with the proceeds of the SBAEXpress loan.
This certification isincluded on the SBA Form 1919.

(7) For any loan involving congtruction of more than $10,000, as indicated on SBA Form
1919, require borrower and contractor to execute SBA Form 601, Applicant's
Agreement of Compliance. The lender must keep this form in the loan file and does not
send it to SBA.

(8) The Small Business Act requires that al borrowers supply information about payments
to loan packagers, accountants, gppraisers, lawyers, or any other individua or entity that
assisted the borrower in getting the loan. If the applicant responds negatively to this
question on the Form 1919, Form 159 is not required. Otherwise, it must be completed,
and the lender must keep the sgned Form 159 in the loan file and does not send it to
SBA.

(9) Get certification from any 50% or more owner of applicant business on SBA Form
1919 that he or she is not more than 60 days delinquent on any obligation to pay child
Support arisng under:

a anadminidrative order;
b) acourt order;
C) arepayment agreement between the holder and a custodia parent; or

d) arepayment agreement between the holder and a state agency providing child
support enforcement services.

(10) Require gppropriate environmenta reviews and compliance. An SBAEXxpress
lender must follow the environmenta requirements of SOP 50-10(4) and is delegated the
authority to make prudent decisons regarding environmentd risk that are stated there as
reserved for the processing SBA office. An SBAEXpress lender may not request an
SBAEXxpress loan number for aloan that will have primary collatera that will not meet
SBA’s environmenta requirements or that will require use of a non-standard
indemnification agreement.

The lender does not have to secure red edtate appraisals for SBAEXpress loans, because

they are limited to $250,000 or less. Also, SBA Form 1050, Settlement Shest, is not
required to document disbursements. The lender must send only a copy of the executed
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Authorization to the SBA office servicing the loan. The lender should not send any other
closng documentation to SBA after closing an SBAEXpress |oan.

C. What Arethe Sarvicing and Liquidation Requirements?

Routine SBAEXpress loan servicing and liquidation issues as well as purchase requests
are currently being handled centraly by either SBA’s Loan Servicing Center in Little
Rock at 2120 Riverfront Drive, Little Rock, AR 72202 (501-324-5871) or in Fresno at
2719 North Air Fresno Drive, Fresno, CA 93727-1547 (209-487-5650).

The SBAEXpress lender must service and liquidate its SBAEXpress loans usng those
practices and procedures that the lender uses for its non-SBA guaranteed commercia
loans but, under dl circumstances, such standards must be reasonable and prudent
commercid lending practices.

Lenders must use the 1502 reporting format to timely and accurately report the status and
outstanding baance of dl of their SBA loans, including SBAEXxpress loans, to Colson
Services' Corporation by the third day of each month, or the next business day dfter the
third if the third of the month is not a business day.

All SBAEXpress lenders must remain current in filing the required monthly reportsin the
form required by SBA and in remitting required SBA servicing fees.

(1) Whenis SBA Consent for an Action Required?

The SBAEXpress lender may take any necessary servicing or liquidation action for
any SBAEXxpress loan in its portfolio, with the following exceptions:

The lender must get the prior written consent of SBA before taking any of the
following actions. It must dso document the action and SBA’s consent initsloan
file. Thelender must secure SBA consent to:

(@ Increasethe principa amount of the loan

(b) Change the SBA guaranteed percentage of the loan

(c) Transfer the loan to another lender

(d) Compromise with any obligor for less than the full amount due of the principa
loan balance outstanding. (Accrued interest may be adjusted, if justified, without
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2

SBA approvd.)

(e) Release aguarantor for less than the principa baance owed even if actud
demand has not yet been made on the guarantor.

() Sdl or pledge more than 90 percent of the loan

(g9) Disburse aloan with primary collaterd having significant potentid environmentd
risks that are proposed to be minimized by a non-standard indemnification agreement

(h) Acquire environmentally impaired property
() Take any action that would cregte a conflict of interest or confer any preference

on the lender in collection or lien position with respect to SBA’s
position or the shared SBA/lender position on the loan.

(j) Title property in the name of the Agency

(k) Handle any non-routine litigation (including al contested litigetion) or any routine
litigetion involving estimated legd costs exceeding $5000. (A Litigation Plan must be
submitted in accordance with SOP 70-50.)

() Repurchase the loan from the secondary market.

(m) Sdect firms owned by officers, directors, employees or stockholders (10% or
greater) of the lender to provide care and preservation services, legd

assgtance, or other liquidation services.

(n) Release callaterd for an SBA guaranteed loan thet will subsequently be pledged

for aconventiona Ioan from the lender or any entity owned in whole or in part by the
lender’ s officers, directors, employees, or shareholders of 10 percent or more.

When Must Lender Notify SBA of Action Taken?

The lender must document its loan file and natify the SBA Servicing Center
dectronicdly or inwriting as soon as possible, but no longer than 10 days after, any
of thefallowing actions. SBA will acknowledge receipt of such natification. The
lender mugt notify SBA if it:

(a) Decreases the principa amount of the loan
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(b) Cancels theloan

(c) Becomes aware of a change in the trade name of the business (or, if it hasno
trade name, the name of the business entity)

(d) Becomes aware of a change to the borrower's address

(e) Changes the interest rate on afixed rate loan or the interest rate spread on a
variablerate loan

(f) Changes aloan's maturity

(g) Becomes aware of circumstances that would cause SBA to re-classfy theloan
into "liquidation gatus."

(3) How Doesthe Lender Document Liquidation of a SBAEXpress Loan?

The lender does not have to provide aliquidation plan to SBA. However, as set
forth in section 8 B below, it must document any action taken during the liquidation
of aloan. SBA will review liquidation actions as part of itsreview of alender's
processing, making, servicing, and liquidation of loans under the SBAEXpress
program.

(4) How Doesthe Lender Apply Proceeds of Collateral?

Apply proceeds from the sde of collaterd in the following order:
(a) liquidation expenses

(b) the 120 days of interest permitted on the baance as of the earliest uncured
default

(©) principa baance of the loan

(5) May the Lender Take Back a Note Receivable?

A lender may take back a Note Recelvable on the sale of collaterd on any
reasonable terms negotiated between the lender and the buyer. However, the Note
Receivable must be legally enforcesble and assignable and must be properly signed
by the borrower/guarantor acknowledging the debt. The Note Receivable will not
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have an SBA guarantee.

HOW DOES SBA PURCHASE ITS GUARANTEE?

A. When Will SBA Purchase SBAEXxpress L oans?

Normally, SBA purchases its guaranteed interest after the lender hasfully liquidated dl collaterd
and the lender has pursued al avenues of collection. However, upon request of alender, SBA
will in generd immediately process the purchase of dl Export Expressloans. In addition, SBA
will immediately process the purchase of any SBAEXxpress loan that:

(a) hasaprincipa balance of $50,000 or less at the time of the purchase request or

(b) invalves, regardless of the loan baance, bankruptcy, judicia foreclosure, litigation, or
other unusud liquidation circumstances likely to extend the liquidation process more than
90 days past the earliest date that the lender could request purchase. (Generdly, the
earliest date alender could request SBA to purchase is when there has been an uncured
default exceeding 60 days.)

When requesting the purchase of an SBAEXpress loan with a balance of $50,000 or less, the
lender generdly will not be required at that point to substantiate the liquidation of business
assets, dthough the lender must document the liquidation of dl business assetsin itswrap-up
report for the loan.

B. Must SBAEXxpress Lenders Liquidate al SBAEXpress Loans?

SBAEXxpress lenders must complete the liquidation of al SBAEXpress loans with aremaning
collaterd vaue in excess of $1,000, including those immediatdly purchased by SBA. In
pursuing liquidation after SBA’s purchase, SBAEXpress lenders must provide SBA with a
liquidation status report every 180 days until dl recovery is completed. Within 60 days of when
the liquidation isfinished, the lender must provide the Agency with aliquidation wrap-up report
summarizing dl recovery activity, collections, and expenses and must forward to SBA its
proportionate share of any recovery proceeds not aready remitted to the Agency.

For loans with an estimated remaining collaterd value of $1,000 or less, the lender may request
that SBA accept the transfer of the loan in order to complete liquidation.. If the lender requests
SBA to complete liquidation, SBA will review the request using normd review criteriaand
determineif referrd to Treasury for liquidation is appropriate. Bankruptcy, foreclosure,
litigation, cross-collaterdization with another SBA guaranteed |oan, possible grounds for an
SBA purchase adjustment (“repair”) or denid of liahility, or other factors could preclude SBA’s
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transfer to Treasury. In requesting that SBA liquidate, the lender mugt identify al guarantors
obligated on the debt that have not been discharged in bankruptcy so SBA can include their
names in the Treasury offset system. Any recoveries obtained by SBA or Treasury will be
remitted to SBA, and the lender and SBA will share in the proceeds reduced by Treasury’s
cogts of collection.

In carrying out ther liquidation responghilities, lenders should recognize that, as part of its
lender monitoring and review respongibilities, the Agency will explicitly evauate the timeliness
and reasonableness of SBAEXpress lenders liquidation activities. Further, even with expedited
purchases, SBA will conduct complete purchase reviews as provided under SOPs 50-50 and
50-51.

C. What Procedures and Documentation Does SBA Require to Complete the Liquidation?

On expedited and non-expedited purchases, SBA reviews dl loan documentation that is
relevant to the purchase being processed prior to payment of its guaranteed portion using
standard guaranty purchase review procedures. If the documentation submitted by the lender
indicates that the lender has complied with the Supplemental Guarantee Agreement, this
Program Guide, and SBA's rules and regulations, and there is no indication of fraud, negligence,
misrepresentation or other lender misconduct, SBA will pay 50 percent of the tota of the
principa baance outstanding after liquidation including up to 120 daysinterest a theraein
effect at the time of the earliest uncured default (if liquidation proceeds collected by the lender
were insufficient for the lender to recover afull 120 days of interest). (However, SBA will have
the right to deny a repurchase request of an SBAEXpress loan guaranty for the misuse of credit
cardsinvolving fraud or misrepresentation or if the debtor exceeds hisher credit card limit for
purchases on credit.) The maximum SBA will pay the lender is 50 percent of the loan balance
at the time of default plus 50 percent of up t0120 days interest at the rate in effect on the date of
default. Thelender must absorb any expenses that exceed this amount.

SBA will not purchase any portion of the loan balance that consists of lender fees (such as late
fees) or other amounts charged to the borrower (other than reasonable and necessary lender
disbursements incurred in recovery actions). If lender fees or other amounts charged by the
lender are not paid by the borrower prior to the purchase request, the lender must deduct these
amounts, and any interest charged on such amounts, from the baance shown on the transcript of
account submitted to SBA. Reasonable and necessary disbursements incurred in lender
recovery actions may be added to the transcript if the lender has not been reimbursed for these
disbursements by the borrower or through collection actions.

For SBA to process the guaranty purchase, the lender must submit to SBA aliquidation wrap-

up report with al the information required by SBA SOPs dong with copies of required loan
documentation to the gppropriate SBA Loan Servicing Center in Little Rock or Fresno. When
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the principa loan balance at the time of the purchase request does not exceed $25,000, the
servicing center will accept, in lieu of documentation to evidence that liquidation has been
completed, the lender’ s certification that “liquidation is complete.”

For expedited purchases, SBA will follow the above procedures, except that SBA will
immediately purchase the loan as provided in sections A and B. Other than as noted in these
sections for loans involving collatera vaues of $1,000 or less, the lender must complete the
liquidation.

SBA resarves the right to purchase its guaranty prior to liquidation and to liquidate the loan
using SBA personnel. SBA expects thisto be arare occurrence.

9. HOW DOES SBA ASSESS THE SBAExpress LENDER'S PERFORMANCE?

SBA will assess an SBAEXpress lender’ s performance through lender reviews, andysis of
lender performance dataincluding currency rate, lossrate, etc., and other management oversight
and control activities. These activities are designed to evauate how well the lender has:
(1) Complied with gpplicable SBA datutes, regulations, palicies, and procedures, including
those relating to SBAEXpress;
(2) Duplicated, for SBAEXxpress loans, those established practices, procedures, and analyses
that it usesfor other non SBA guaranteed commercid loans;
(3) Processed, made, closed, serviced, and liquidated SBA loans,
(4) Maintained a satisfactory performance history with SBA, including acceptable currency
and default rates,
(5) Complied infiling SBA required performance data (currently provided viathe SBA’s 1502
reporting system) and remitted required guarantee and servicing fees,
(6) Remained in good standing with its primary regulator, with no enforcement actions or
agreements in place that are unacceptable to SBA;
(7) Achieved an acceptable performance rating, as determined by the AA/FA, as the result of
any SBA administered lender reviews, and
(8) Responded to previous findings and recommendations as aresult of SBA administered
lender reviews.

10. WHAT ISTHE PROCEDURE FOR SUSPENSION OR REVOCATION OF
ELIGIBILITY TO PARTICIPATE IN THE SBAEXpress PROGRAM?
(@ The AA/FA may suspend or revoke a participant lender’ s digibility to participate in the

SBAEXxpress Program. Reasons for suspension or revocation include those
factors/requirements set forth in Section 4 above.
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(b)

(©

(d)

11.

SBA will commence suspension or revocation proceedings by written noticeto a
participant lender. Such notice will set forth the reasons for the proposed Agency action,
and advise that the proposed suspension or revocation will automatically become fina 15
business days after the date of the notice unless the participant lender submitsto SBA,
prior to the expiration of that time period, written opposition to the proposed Agency
action. Such written opposition may include argument, as well as documentary evidence,
deemed relevant by the participant lender. Written opposition by a participant lender
must be delivered or mailed to: Director, Sacramento PLP Center.

If the participant lender timely submits written opposition to the suspension or revocation
proposed by SBA, the AA/FA or designee will review that submission, together with
relevant Agency records, prior to the issuance of afind Agency decison regarding
suspension or revocation.  Following such review, the Agency’ sfind decison asto the
sugpension or revocetion of the participant lender’ s digibility to participate in the
SBAEXxpress Program will be issued by the AA/FA. The Agency will issue afind
Agency decison, insofar as practicable, within 15 business days following the Agency’s
receipt of the participant lender’ s written oppostion.

A written notice of proposed suspension will condiitute an initid Agency decision, and the
suspension will be effective as of the date of issuance of the notice. The suspenson will
automaticaly becomefind 15 business days following the date of the notice if the
participant lender does not submit written opposition during those 15 business days. If the
participant lender does timely submit written opposition, the suspension will ether be
vacated or made find following the Agency’ s review of such written opposition and
relevant Agency records.

WHAT IS SBA EXPORT EXPRESS?

The Export Express program is designed to help SBA meet the export financing needs of small
businesses too smdl to be effectively met by existing SBA export loan guaranty programs. It is
a subprogram of SBAEXxpress and is therefore subject to the same loan processing, making,
closing, servicing, and liquidation requirements as well as the same maturity terms, interest rates,
and gpplicable fees asfor other SBAEXpress |oans, except as noted below.

A. What are the Lender Higibility Requirements for Participation in Export Express?

Lenders provided SBAEXxpress authority may aso make SBA Export Express loans.
However, to retain or renew their Export Express authority, SBAEXpress lenders must:
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(1) Effectively process, make, close, service, and liquidate Export Express loans;

(2) Maintain satisfactory performance history with respect to Export Express loans, induding
acceptable default and currency rates,

(3) Remain in compliance with gpplicable SBA datutes, regulations, and policies,

(4) Have received no mgjor substantive objections regarding renewd from the fidd office(s)
covering the territory where the lender generates Sgnificant numbers of Export Express loans;
and

(5) Received acceptable review results on the Export Express portion of any SBA administered
lender reviews.

SBA will generdly grant lenders Export Express loan authority for aterm that coincides with
the lender’s SBAEXpress term, unless the AA/FA or designee determines a shorter term is

appropriate.

B. What are the Higibility Requirements for SBA Export Express Borrowers?

The amdl busness digibility requirements for Export Express are the same as those for
SBAEXpress, except the gpplicant busness must have been in operation, athough not
necessaily in exporting, for at least 12 full months. However, as discussed further in section C
below, the gpplicant must demondrate that |oan proceeds will engble it to enter anew export
market or expand an existing export market. To demondtrate the loan will be used for export
purposes, the gpplicant must submit to the lender a plan, which may be one or two pages,
explaining how the business plans to increase its export sdles. The gpplicant’ s plan, which must
be documented in the lender’ sfile, should include projected export sdes for the upcoming year
aswel asthe dollar volume of export sdesfor the previous year.

Applicants with operations, facilities, or offices overseas, other than those trictly associated
with the marketing and/or distribution of products/services exported from the U.S,, are not
digible for SBAEXxpress or Export Express, athough they may be digible for other SBA 7(a)
financid assgtance.

C. What are the Use of Proceeds Requirements?

An SBA Export Express loan must be used to develop or expand the small business's export
markets. Proceeds may be used to:

?  Finance standby letters of credit used for either bid or performance bonds,

?  Finance export development activities such as export marketing and promotiona
activities, participation in foreign trade shows, trandation of product literature for
foreign markets, and other activities designed to initiate or expand the applicant’s
export of its products/servicesfromthe U.S;;
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?  Provide transaction specific financing for overseas orders,

? Provide revolving lines of credit for export purposes, the term of which must not
exceed 7 years. (SBA recognizes that in some instances, as anorma course of
business, the borrower may use portions of those revolvers for domestic purposes,
but SBA expectsthat no lessthan 70 percent of the revolver to be used for export
related purposes,

?  Provide term loans and other financing to enable smdl business concerns, including
small business export trading companies and smdl business export management
companies, to develop foreign markets, and

? Acquire, congtruct, renovate, modernize, improve or expand production facilities or
equipment to be used in the U.S. in the production of goods or servicesto be
exported from the U.S.

Proceeds may not be used to finance overseas operations, except for the marketing and/or
digtribution of products/services exported fromthe U.S. Also, existing SBA guaranteed loans
may not be refinanced under SBA Export Express.

When the SBA Export Express loan finances specific export transactions, the lender must
determine if U.S. companies are authorized to conduct business with the proposed country.
Currently, U.S. companies may not conduct business with Cambodia, Cuba, Irag, Iran, North
Koreg, Laos, Libya, Sudan, or Syria, but lenders must check Ex-Im Bank’s Country
Limitation Schedule, which is presented on Ex-Im Bank’s website at
www.exim.gov/country/cntlimit.ntml or it is avallable from SBA’s Office of Internationd Trade
at 202-205-7261.

Thefinandal needs of the exporter will dictate whether aterm loan, a contract loan, arevolving
line of credit, or acombination of these is needed.

D. What are the Terms and Conditions?

The maximum SBA guarantee on an SBA Export Express loan isthe same asthat for aregular
7(a) loan, or currently 85 percent for loans of $150,000 and under and 75% for loans over
$150,000. Also, Export Express loans are included in the $250,000 maximum loan amount
that may be provided to an individua borrower under SBAEXpress. Thus, the aggregate
baance of dl FA$TRAK, SBAEXxpress, CommunityExpress, and Export Express loansto a
borrower and its affiliates may not exceed $250,000.

E. What are the Collatera Reguirements?

The collaterd requirements for Export Express are the same as those for SBAEXpress.
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F. Is Technica Assgtance Avallable?

Recognizing that technical assistance can be crucid to the success of smdl business exporters,
SBA Export Express includes atechnica ass stance component, ddlivered through the U.S.
Export Assstance Centers (“USEACS’). When an SBA Export Express loan is approved, the
Sacramento Center will notify the USEAC where the borrower islocated. The USEAC
representative will contact the borrower to offer gppropriate assstance, which may indude
training offered by the Export Trade Assistance Partnership, SBDC International Trade Center,
SCORE, District Export Council, or Export Lega Assistance Network.
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Appendix |
U.S. Smdl Business Administration

Supplemental Loan Guarantee Agreamant
for Non-Hligibility Delegated SBAEXpress Lenders

(“Lender”) and the U.S. Small
Business Adminigration (“SBA”) enter into this Supplementa Loan Guarantee Agreement
(“Agreement”) this day of ,20__ toedtablishthe
terms and conditions for Lender’ s participation in the SBAEXxpress Pilat Program.

For vauable consideration, the parties to this Agreement agree as follows:.

1. Agreement is Supplementa

This Agreement supplements the L oan Guarantee Agreement, SBA Form 750, between Lender
and SBA. All of the provisons of SBA Form 750, and the provisions of the Smdl Busness Act, 15
U.S.C. 631, &t seq., SBA Regulations, SBA Standard Operating Procedures, SBA officia Notices,
and the SBAEXxpress Program Guide al of which may be amended periodicaly (collectively
“Participating Lender Rules’), and al of which are incorporated by reference into this Agreement,
remain in effect, except as expressy modified by this Agreement.

2. Lender's SBAEXxpress Authority

Lender may issue an SBA guarantee for any |oan gpproved under SBAEXpress procedures
(“an SBAEXxpress loan”) without prior SBA credit approva by executing an SBA Authorization,
provided:

a Theloan complieswith the Participating Lender Rules; and
b. SBA reviewsthe loan for digibility and assgnsit an SBA loan number.

3. Review of Lender

Lender agrees to pay any authorized and applicable fees SBA or its contractor may charge for
reviews of Lender files and operations. SBA is continuing to study options to fund lender review costs,
but has decided thet it will not initidly charge nonPLP lenders approving 12 or less Express |oans per
SBA fiscdl year for the costs of areview.

4. Changesin Lender Structure or Operations

Lender must notify SBA in writing if its Structure or operations change sgnificantly during the
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term of this Agreement.
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5. Suspension or Revocation

SBA may suspend or revoke Lender’ s digibility to participate in the SBAEXxpress Pilot Program
by 15-day written notice to Lender, setting forth the reasons, which may include any of the requirements
and factorsin the Participating Lender Rules. As of the date of the notice of proposed suspension or
revocation, Lender will no longer be able to submit applications under SBAEXpress procedures.

Lender may file an objection to the suspension or revocation within the 15-day period as provided in
the SBAEXpress Program Guide, but the suspension or revocation will become find if Lender does not
object or if SBA, upon review of the objection, decides to make the suspension or revocation find.
Suspension or revocation will not affect the rights, duties and obligations of Lender or SBA with respect
to SBAEXpress Loans previoudy authorized.

6. Tem of Agreement

This Agreement will end on the expiration of the SBAEXpress pilot or years from the
date of execution, whichever is sooner.

7. Notices

The parties must tranamit any notice under this Agreement in writing by persona delivery or
certified mail, postage prepaid, return receipt requested to:

SMALL BUSINESS ADMINISTRATION LENDER
Sacramento Loan Processing Center
501 | Street, Suite 12-100
Sacramento, CA 95814-2322

Attn: Richard Taylor, Center Director

or to any other person or address that either party designates by written notice to the other. Notice will
be effective on receipt or three days after mailing, whichever isfirg.

8. Interpretation of Agreement

a This Agreement and the Form 750 are the entire agreement between the parties.

b. This Agreement supersedes dl earlier agreements and understandings, both written and ordl,
regarding the subject matter in this Agreement.

c. All provisonsin this Agreement are saverable.
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d. If any provison of this Agreement isfound invaid or unenforcegble, the other provisonswill
not be affected.

e. Lender or SBA may choose not to insst on drict compliance with aprovison of this
Agreement. Thiswill not mean that Lender or SBA waives the provison.

f. Lender and SBA must agree in writing to any change in the Agreement.
0. Federd law will govern this Agreement.

h. Initidly capitdized terms used but not defined in this agreement will have the meanings given
them in the SBAEXpress Program Guide.

9.  Successors and assigns.

This Agreement does not apply to successors and assigns of Lender.

IN WITNESS WHEREOF, the parties execute this Agreement as of the above date.

U.S. SMALL BUSINESS ADMINISTRATION (Name of Lender)
Associate Administrator for LENDER
Financid Asssance James E. Rivera

By: By:
Richard Taylor (Authorized Signature)
Sacramento Loan Processing Center Director

(Name Printed)

(Title)
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Appendix I
U.S. Smdl Business Adminidration

Supplementd Loan Guarantee Agreement

SBAEXpress
for Eligibility Ddegated SBAEXpress Lenders

(“Lender”) and the U.S. Small
Business Adminigration (“SBA”) enter into this Supplementa Loan Guarantee Agreement
(“Agreement”) this day of , 20 toedtablish the
terms and conditions for Lender’ s participation in the SBAEXxpress Pilot Program.

For vauable consideration, the parties to this Agreement agree as follows:

1. Agreament is Supplementa

This Agreement supplements the Loan Guarantee Agreement, SBA Form 750, between Lender
and SBA. All of the provisonsof SBA Form 750, and the provisons of the Small Busness Act, 15
U.S.C. 631, et seq., SBA Regulations, SBA Standard Operating Procedures, SBA official Notices,
and the SBAEXpress Program Guide al of which may be amended periodicaly (collectively
“Participating Lender Rules’), and dl of which are incorporated by reference into this Agreement,
remain in effect, except as expresdy modified by this Agreement.

2. Lender’ s SBAExpress Authority

Lender may issue an SBA guarantee for any loan gpproved under SBAEXpress procedures
(“an SBAEXpressloan”) without prior SBA credit or digibility goprova by executing an SBA
Authorization, provided:

a. Theloan complieswith the Participating Lender Rules,

b. Lender cetifiesinitsrequest for an SBA loan number that the gpplicant and the loan meet
SBA’sdigihility requirements and Lender acknowledges complete ligbility for theloan if it
later comesto the attention of SBA or Lender that the gpplicant was indligible; and

c. SBA assgnstheloan an SBA loan number.

3. Review of Lender

Lender agrees to pay any authorized and applicable fees SBA or its contractor may charge for
reviews of Lender filesand operations. SBA is continuing to sudy options to fund lender review codts,
but has decided thet it will not initidly charge nonPLP lenders approving 12 or less Express loans per
SBA fiscd year for the costs of areview.
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4. Changesin Lender Structure or Operations

Lender must notify SBA in writing if its Structure or operations change sgnificantly during the
term of this Agreement.

5. Suspension or Revocation

SBA may suspend or revoke Lender’ s digibility to participate in the SBAEXxpress Pilot Program
by 15-day written notice to Lender, setting forth the reasons, which may include any of the requirements
and factorsin the Participating Lender Rules. As of the date of the notice of proposed suspension or
revocation, Lender will no longer be able to submit gpplications under SBAEXpress procedures.

Lender may file an objection to the suspension or revocation within the 15-day period as provided in
the SBAEXxpress Program Guide, but the suspension or revocation will become find if Lender does not
object or if SBA, upon review of the objection, decides to make the suspension or revocation find.
Suspension or revocation will not affect the rights, duties and obligations of Lender or SBA with respect
to SBAEXpress Loans previoudy authorized.

6. Tem of Agreement

This Agreement will end on the expiration of the SBAEXpress pilot or years from the
date of execution, whichever is sooner.

7. Notices

The parties must tranamit any notice under this Agreemert in writing by persond ddivery or
certified mail, postage prepaid, return receipt requested to:

SMALL BUSINESS ADMINISTRATION LENDER
Sacramento Loan Processing Center
501 | Street, Suite 12-100
Sacramento, CA 95814-2322

Attn: Richard Taylor, Center Director

or to any other person or address that either party designates by written notice to the other. Notice will
be effective on receipt or three days after mailing, whichever isfirg.

8. Interpretation of Agreement

a This Agreement and the Form 750 are the entire agreement between the parties.

b. This Agreement supersedes al earlier agreements and understandings, both written and ordl,
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regarding the subject matter in this Agreement.
c. All provisonsin this Agreement are saverable.

d. If any provison of this Agreement isfound invaid or unenforcegble, the other provisonswill
not be affected.

e. Lender or SBA may choose not to ingst on gtrict compliance with a provision of this
Agreement. Thiswill not mean that Lender or SBA waives the provison.

f. Lender and SBA must agree in writing to any change in the Agreement.
0. Federd law will govern this Agreement.

h. Initidly capitdized terms used but not defined in this agreement will have the meanings given
them in the SBAEXpress Program Guide.

9.  Successors and assigns.

This Agreement does not apply to successors and assigns of Lender.

IN WITNESS WHEREOF, the parties execute this Agreement as of the above date.

U.S. SMALL BUSINESS ADMINISTRATION (Name of Lender)
Associate Administrator for LENDER
Financid Asssance James E. Rivera

By: By:
Richard Taylor (Authorized Signature)
Sacramento Loan Processing Center Director

(Name Printed)

(Title)
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